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M e s s a g e  F r o m  t h e  T r e a s u r e r  

 

Dear Investor: 

 

It is my pleasure to report to you that during the first quarter of the new fiscal year started with the 
Connecticut Short-Term Investment Fund (STIF) continuing to outperform similar money funds, earning an 
average annualized yield of 2.0 percent, 14 basis points above its iMoneyNet benchmark,* resulting in an 
additional $2.3 million in interest earnings for Connecticut’s state and local governments and their taxpayers 
during the quarter, while adding $1.8 million to the designated surplus reserve. 
 

For the twelve months ending September 30, 2018, STIF achieved an annual return of 1.63 percent, 
exceeding its primary benchmark by 13 basis points, thereby earning an additional $8.3 million in interest 
income for STIF investors while adding $5.4 million to the designated surplus reserve. 
 

STIF continued to outperform its benchmark while maintaining its conservative investment practices of high 
liquidity, short portfolio maturity, and significant credit restrictions. Currently, STIF holds $2.4 billion, or 34 
percent, of fund assets in overnight investments or investments that are available on a same-day basis. The 
weighted average maturity of the portfolio is 43 days. Forty-one percent of STIF’s assets are invested in 
securities issued, insured or guaranteed by the U.S. government or federal agencies, or in repurchase 
agreements backed by such securities. 

 
In addition to our cautious investment practices, we build our reserves at the annual rate of 10 basis points 
whenever reserves are less than one percent of total assets. Currently, STIF’s reserves total approximately 
$64.2 million, or 1.04 percent of total assets.  

 

During this period of increasing interest rates across the yield curve, continued tightening of monetary policy 
and market volatility, STIF has continued to focus on its mandate of providing investors with safety, liquidity 
and yield.  The portfolio continues to be positioned in a manner that allows the fund to benefit from future rate 
increases while maintaining a high current yield in order to provide a competitive rate without sacrificing 
liquidity.  We are focused on helping our investors accomplish their objectives in this fiscally and financially 
challenging environment and believe the fund will continue to generate additional income versus many of the 
alternatives available to you. 

 

Thank you for your continued confidence in STIF.  We will continue to work vigilantly to protect the safety, 
liquidity, and performance of the fund for the benefit of all investors.  

 

 

 

 

 

 

Sincerely,    

 

 

 

 

Denise L. Nappier 

Treasurer, State of Connecticut    December 13, 2018 

 iMoneyNet’s First Tier Institutions-Only AAA-Rated Money Fund Report (MFR) Averages Index. 
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E c o n o m i c  R e v i e w  a n d  O u t l o o k  

The table below summarizes recent and projected economic growth, inflation, and employment as of September 30, 
2018.  The Federal Reserve’s Federal Open Market Committee (FOMC) raised rates 25 basis points during the quarter 
and another rate hike (25 basis points) is expected at the December 2018 FOMC meeting.  The FOMC has forecasted - 
through individual member forecasts - three additional hikes during 2019.  As a result of FOMC projections, as well as 
current market conditions, STIF has been active in both the floating-rate market as well as the fixed-rate market, invest-
ing in either coupon structure based upon the relative value presented. We have positioned the portfolio in a manner 
that affords investors an above market yield while accommodating the potential changes in interest rates. 

ECONOMIC SNAPSHOT 

  
Recent Results Future Expectations* 

Growth 

 

The U.S. economy grew at an annual rate of 3.5 per-
cent during the quarter ended 9/30/2018 versus 4.1 
percent in the fourth quarter of Fiscal Year 2018. 

 

Economists expect that for all of CY 2018, the 
economy is projected to expand at an average 
rate of 2.9 percent.   

Inflation 

 

Major Inflation Indices – Year-over-Year  

 

Core PCE                  2.0 percent (Sept) 

Core CPI                   2.2 percent (Sept) 

Core PPI                   2.9 percent (Sept) 

 

Economists expect core PCE, which is a reflec-
tion of personal consumption minus the food 
and energy components, to increase an aver-
age of 1.9 percent for CY 2018.  Total CPI, 
which represents prices of all goods and ser-
vices purchased for consumption by urban 
households, is expected to increase an aver-
age of 2.5 percent for CY 2018. 

Employment 

 

October 2018 non-farm payrolls (for Sept) added 
134,000 jobs while the unemployment rate, at 3.7 per-
cent, was lower than September 2017’s 4.2 percent. 

 

Economists expect the unemployment rate to 
average 3.9 percent during CY 2018. 

 Bloomberg monthly survey of U.S. economic forecast as of July 2018. 

 Inflation, as measured by the Consumer Price In-
dex year-over-year change, has continued to be greater 
than the FOMC’s two percent target, with a September rate 
of 2.42%.  As inflation continues to exceed the FOMC tar-
get, the FOMC should continue its gradual rate increases. 

 Monthly payroll growth averaged 189,000 during the 
quarter (28,000 lower than last quarter’s average) and 569,000 
jobs were added during the period. While the most recent 
number was weaker than the prior month, it is still above the 
ten-year average of 111,000 and has helped drive the unem-
ployment rate to a low of 3.7 percent. 

Source:  Bloomberg Source:  Bloomberg 
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M a r k e t  R e v i e w  a n d  O u t l o o k  

During the first quarter of Fiscal Year 2019, interest rates across the maturity spectrum (but particularly 
in the three year and less segment of the curve) increased from the prior quarter due to continued monetary 
policy normalization and increasing inflation.  The short-term yield curve (three years and shorter) has flat-
tened versus the prior quarter based on the anticipated Federal Funds rate trajectory.  We expect the short-
term curve to steepen in the near-term as the market adjusts to forward Fed guidance and have been invest-
ing fund assets accordingly.    

During the first fiscal quarter, the FOMC raised 
the Fed Funds rate by 25 basis points and investors 
shifted their focus to the next rate hike and further 
tightening during 2019.  Based on the futures market, 
the next rate hike (of 25 basis points) is expected to 
take place in December 2018. 

Bloomberg:  Federal Funds futures implied probabilities 8/21/18 

Money market rates ended the quarter higher 
than the prior quarter due to the FOMC rate hike on 
September 26, 2018. We expect rates to continue to 
gradually climb as the market prices in additional an-
ticipated rate hikes by the FOMC. 

Source: Bloomberg– as of   10/5/18 
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S h o r t - T e r m  I n v e s t m e n t  f u n d  

Portfolio Characteristics at September 30, 2018 

 At the end of the first quarter of fiscal 2019, STIF had a weighted-average maturity of 36 days, and 
daily liquidity, represented by overnight investments and investments available on a same-day basis, totaled 
$3.1 billion, or approximately 43 percent of assets.  Deposit instruments (including those backed by FHLB let-
ters of credit) continued to represent the fund’s largest exposure at 50 percent, followed by government 
agencies at 22 percent, non-financial commercial paper and corporate securities at 19 percent, and repur-
chase agreements at seven percent.  In total, approximately 40 percent of STIF’s assets were invested in se-
curities issued, insured or guaranteed by the U.S. government or federal agencies, repurchase agreements 
backed by such securities, or deposit instruments with FHLB letters of credit. 

 

 iMoneyNet’s First Tier Institutions-Only AAA-Rated Money Fund Report (MFR) Averages Index. 

1.    Measures deposit instruments / securities until put date and floating rate securities until reset date. 

As of June 30, 2018, STIF’s WAM was 36 days, one day 
longer than June 30, 2018.  The WAM ranged between 
27 and 37 days during the quarter and averaged 32 
days.    

The fund was in a reserve contributing position during 
the entire quarter ($1.8 million contributed) and re-
serves stood at approximately $63.1 million as of Sep-
tember 30, 2018.  At the end of the quarter, reserves 
were equal to approximately 0.87% of assets.  
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The Treasurer’s Short-Term Investment Fund outperformed the MFR Index* by 14 basis points for the 
three months ending September 30, 2018, while it underperformed three-month T-Bills by six basis points 
due to the quicker response of Treasury bills to rate increases in the marketplace.  

Over the 12 months ending September 30, 2018, the fund had a seven basis point advantage versus the 
MFR Index and lagged the three-month T-Bill by eight basis points.  Over longer term periods, the fund has 
consistently outperformed both benchmarks. 

S h o r t - T e r m  I n v e s t m e n t  f u n d  

Performance For Period Ended 09/30/2018   

Annualized Yields  (Unaudited)            

 iMoneyNet’s First Tier Institutions-Only AAA-Rated Money Fund Report (MFR) Averages Index. 

STIF’s monthly rate increased 13 basis points from the fourth fiscal quarter of 2018 and ended the first 
fiscal quarter of 2019 at 2.01 percent.  STIF’s rate continues to fall within the Federal Funds target area. 



7 

 

S h o r t - T e r m  I n v e s t m e n t  f u n d  

List of Investments at September 30, 2018 (unaudited) 
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S h o r t - T e r m  I n v e s t m e n t  f u n d  

List of Investments at September 30, 2018 (unaudited) 
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S h o r t - T e r m  I n v e s t m e n t  f u n d  

List of Investments at September 30, 2018 (unaudited) 
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S h o r t - T e r m  I n v e s t m e n t  f u n d  

List of Investments at September 30, 2018 (unaudited) 
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S h o r t - T e r m  I n v e s t m e n t  f u n d  

List of Investments at September 30, 2018 (unaudited) 
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S H O R T - T E R M  I N V E S T M E N T  

F U N D  

 

Treasurer 

State of Connecticut 

Denise L. Nappier 

(860) 702-3000 

Assistant Treasurer 

Cash Management 

Lawrence A. Wilson, CTP 

(860) 702-3126 

  

STIF Investment Management Principal Investment Officer 

Michael M. Terry, CFA 

 Investment Officer 

Paul A. Coudert 

  

STIF Investor Services Phone: (860) 702-3118  

E-mail: STIFadministration@ct.gov 

Investment Transactions 1-800-754-8430 

STIF Express Online Account 
Access 

http://www.ott.ct.gov 

 Investment Technician 

Leonora Gjonbalaj 

 Securities Analyst 

Marc R. Gagnon 

Office of the Treasurer 

Short-Term Investment Fund 

55 Elm Street 

6th Floor 

Hartford, Connecticut  06106-1773 

Phone: (860) 702-3118 
Fax: (860) 702-3048 

E-mail: STIFadministration@ct.gov 

 


